Foreign Aid and Statehood in Africa
Arthur A. Goldsmith

Foreign aid is supposed t¢ encourage low-income states ‘o develop; yet critics
across the ideclogical spectrum accuse it of doing the oppesite. Conservatives and
Iibertarians condemn foreign aid for giving untrustworthy feaders resources they can
use to repress their populations. Progressives and radicals take a simitar position;
they see aid corroding indigenous democratic institutions needed for rational well
being and self-determination.

Sub-Saharan Africa (hereinafter simply Africa) is often cited as the paradigmatic
example of the destructive political effects of foreign aid. Africa is “aid dependent”
in the sense that few of its states can cairy on routine functions or deliver basic
public services without cxternal funding and expertise.’ Yet the region makes
disappointing political and administrative headway—ithis despite 3 growing amount
of Africa’s aid being carmarkcd to improve the quality of government through
democratization, ¢ivil service reform, and other activities. Even the African gover-
nors of the World Bank conceded in 1996 that aid on balance kas been undermining
institutional capacity in Afrca.’?

Albert O. Hirschman advises caution before accepting argaments hike these as
true. They are examples of what he calls the perversity thesis. or the belief that an
atternpt to push society m one direction will move it the opposite way ® According
to Hirschman, the perversity thesis is a standard jusutication for being against
government programs. Skeptics often think they see evidence of public policy
backfiring. Some of the time they are correct, but not always, since government
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action may also preduce either the intended results or accidental yet still positive
results

{ exanune whether the perversiy thesis applies to aid and state capacity i Africa.
By stafe I mean the political organization recognized in imternational law as
governing a defined population and territory. Capacity refers to states’ ability to
carry oul sovercign functions. Few African states fully exercise their sovereignty,
and several have had central authority collapse.* To what extent is foreign aig
imphicuted?

I start by analyzing the means by which aid is said to subvert state capacity. Nexi,
1 Jook at cvidence of misrule and maladministration in Africa—and find that the
trends are not universally bleak. My main concern is not national economic
performance, the usua! focus in the debate over the effectiveness of aid, bt political
performance. T review how aid donors are encouraging politicai reform to counter
Africa’s civic and administrative problems. Finally, I analyze the statistical rela-
tionship between aid and governmert capacity. I concentrate on states’ ability to
make collective decicions democratically and to produce a capitalist institutionsl
and legal framework.

1 find little evidence to support the claim that foreign aid has made governing on
these two dimensions worse, as the perversity thesis would have it. To the contrary,
the evidence is consistent with foreigr. aid as a minor net plus for African states’
ability to govern weil. Yet lawmakers in developed countries seem to have come to
the cpposite conclusion, perhaps because the positive political effect of aid is small
and easily drowned out by other factors. The issue for the industrzalized democratic
states is how to encourage their Africar clients io take greater lcadership in
maintaining order and providing nasic public services, wimle giving them less
material support.

Foreign Aid and Moral Hazard

Moral hazard is the mechanism for the supposedly perverse political impact of
forcign aid.”® It is seen as growing out of the tension between aid domors, who
gencrally want political Hibcrahzation, and aid recipients, who supposedly prefer
things as they are. Moral hazard is thought to occur because aid frecs authornties
currently in power from bearing the full consequences of the status quo. R thus
entices them 1o become even less willing to reform. The situation is analogous to the
contradiction conservatives see in social welfare programs. Rather than getting poor
people to take responstbility for supporting themselves, weifare supposecly reduces
the work ethic. Thus the policy seemingly defeats one of ifs mamn purposes by
perpetuating the poverty it seeks to eliminate.

4 See Jackson 1992: Widner 1925, and Herbst 1996.
5. See, for example, Brautigam 2000, 24, and Kilhick 1998, 38
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Foreign aid (usually referred to formally as official development assistance or
ODA) is said to have the same debilitating elfect on recipiems." Africa’s states
depend on ODA to help them perform the basic tasks of government. In absolute
terms the region’s net ODA receipts totaled $86.5 billion for the five vears
1993-97.7 To put the ODA figure into perspective, net foreign direct investment to
Africa was only $9.5 billion during the same five-year period.® The degree of aid
dependency has been growing over the past two decades.

Aid dependency cannot be quantified exactly for all countries, bui a rezsonable
cutcff point is 10 percent of gross national product (GNP).® Any state where ODA
represents more than that share of national income for a sustained period probably
has questionable sovereignty in key policy areas. Table i presents the pattern of
cdeepening dependency. In 1975-79, seventeen Alfrican countries showed mean
annua’ ODA over 10 percent of GNP. Within the period 198089, the number of
African countrics 1n this heavily sid-dependent category rose to twenty-live. During
199097, the most recent pertod for which data are available, there were thirty-cne
African aid recipients whose QDA averaged more than -0 percent of CNP.*? These
last countnies count some 365 million people, or close to two-thirds of the
sub-Saharan population.

What about the rest of Africa? Several countries have never had much foreign aid
proportionate to national income. These include oil producing and mineral exporting
couniries, such as Nigeria, and the manufacturing exporter, Mauritius. Only two
high ODA uscrs from the 1975-79 period saw their flows of ODA {all o less than
10 percent of GNP in the 1990s. These were the small countries of Botswana and
Seychelies. Although their ODA/GNP ratios dropped, each country continues to
receive significant amounts of cconormce and technical assistarce when mezsured
per capita— on average $83 a year for Botswana and $281 a year for Seychelles
(1990-96)."' The average for all of Africa is about $30 per vear. Because Botswana
and Seychelles have high national incomes for Africa, this aid does not put them
over the 10 percent threshold.

The donors try to counteract moral hazard by putting condit.ons on their loans.
However, these agencies neeéd to “move money” to jusufy their budgets. They thus
face incentives to be indulgent when client states violate loan or grant conditiens.
Furthermore, aid is tungble. It releases other resources for African states to use as
they see fit. In a roundabout way, aid therefore could reward states tor reckless
behavior. Carol Lancaster suggests, tor example, that forcign aid m Afrca pro-

6 Otficial development assistance comprises pubiic sector grants and [oans provided on a conces-
stonal basts or the purpose ot economie developruent o weltaie The nguzes reported here are net of
repsyment of interest and principal

7 DAC 1999

¥ World Bank 1999b

¢ Brautigam uses this cuteff pomnt Brautigam 2000

1 World Bank 1969¢

11 World Bank 19934, 115 [abers and Somalia drop ofr the list, oo due o lack ot GNP data
hecause of vil wars.
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TABLE L. Aid-dependent African countries (net official development assistance
greater than 10 percent of GNP)

1975-79 1980-89 199097
Botswana Burkina Faso Angola

Burlana Faso Burund: Bénmn

Burundi Cape Verde Butkina Faso
Central African Republi. Central African Republic Burundt

Chad
Comoros
Gamibna
Cuimea-Bissan
[esotho
Malawi

Mal
Mauritania
Niger

Rwanda

S3o Tomé and Principe
Seychelles
Somahia

Chad
Comoros
Fquatorial Guinea
Gambia
Cruinea
Guanes-Brosau
Lesotho

¥ iberia
Malaw:

Mah
Mawtania
Mozambigque
Niger
Rwanda

Sao Tomé and Principe
Senegal
Seychelles
Somalia
Tansania
Togo

Zanibia

Cape Verde
Central Afncan Republic
Chad

Comorys

Cote d’Ivowe
Equatorial Guinea
Einopia

CGamibia

Ghana

Guinea
Guinea-Bassau
Kenya

[esotho

Malawt

Mali

Mauriama
Mozambique
Nager

Rwanda

Sdo Tomé and Principe
Senegsl

Sierra Leone
Fanzama

Togo

Uganda
ZLawre/DTR
7Zambia

Souirce: World Bank 1999¢

Note Based on average for years with observanions

longed the hife of some corrupt and incompetent regimes by giving therm a sense of
security.!? Mobutu Sese Sekou is often cited as the prototype of a dictator propped
up by outside powers (though Table ! suggests Zaire was not unusually dependent
on ai¢, by African standards). In the end, according to this line of reasoning,
aid-dependent countries produce fewer public goods (civic order, the rule of law,

and so forth).

12 Lancaster 1999, 66
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One may ask why African states elect not to provide a greater volumne of public
goods on their own, without prodding from the donors. Mick Moore suggests that
part of the reasor they do not 1s that foreign assistance gets between the state and
the demands of its internal constitnencics. Aid is an “gncarned” source of inome,
simifar 1o the rents available from mineral wealth.”? Because of 1, Afrcan otates
typically are never forced to acquire the organized capacity to raise revenue through
direct taxation. At no tume Jdo they establish a major tradition of providing public
services in exchange for taxes and fees. Thus foreign aid stifles the very values of
responsive and efficient government 1 1> meant to foster.

The internal logic of moral hazard is undenimable Yet the argwment i1s one-
dimensional. For one thing, it neglects the possibility that African decision-rnakers
might be pro-reform for independent reasons—u phenomenon known n aid circles
as “local ownership” of reform. In relatively more democratic countries, notably
Botswana and Mauritius, export-oriented business interests have long pushed their
governments to maintain open economies. In other countries (Ghana and Uganda are
¢examples) cconomic and social conditions had become so desperate that leaders
now appear genuinely mtercsied in trying new approaches. A more subtle approach
t¢ understanding the political effects of aid would thus recognize that leaders
mterests might overlap with those of tac donors. Moral harard would probably not
He a significant issue in states where progressive forces have control.

Moral hazard alsc underestmates the power of ideas. Aid invoives the transfer of
technology and know-how. not just funds. Policy advice, and training and education
programs, can spread new ways of thinking about governing and management. No
one familiar with policy debates in Africa can help but notice a sh:ft in rhetoric over
the last decade. African policymakers today express far more favorable attitudes
toward markets and competitive politics than they did in the past. The spread of
Itheral ideas is partly atiributable to foreign aid. While action lags behind talk, even
for African elites (o be speaking this new way suggests they do not reflexively
oppose all aid conditionalities.

A third omussion in the moral hazard argument 13 to ignore the human resources
deployed directly by international donors in Alfrica. Expatriate personnel help run
many foreign aid projects. According to a recent UN estimate, upward of forty
thousand foreign techmcal personmel are resident inm Atrica.'* Assuming these
individuals sce eye to eve with the donors who employ them. their being there would
also reduce the scope for meral hazard. Any administrative or political improve-
ments from technical assistance may be linuted or tronsitory. That i+ a long way
from saying all foreign aic 15 counterproductive.

Giver these observations, we should not accept the moral hazard view of aid
dependent states without further empincal venfication. Most research on the effects
of foreign aid has focusea on its economic payoff {or lack thereo{}, not on its

13 Moore 1998,
14 Berg 1993, 72.
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political outcomes.'® One exception is a quantitative study that finds foreign aid not
associated with bad policy choices, as the theory might lead us to suspect.'® Then
again, another study observes an association with political corruption m recipient
countries, which is consistent with moral hazard."” More work clearly needs to be
done to ascertain the extent to which aid has a destructive effect on the state.

Africa’s Weak States

The most suggestive evidence of a destructive effect in Africa is the region’s lack
of political progress in an era cof aid dependency. Alrican states tend to be weak and
of questionable legitimacy.'® They typically attained independence through agree-
ments with the colonial powers, instead of ewrning it by establishing effoctive
control over their popelations. Many are still locked in domestic struggles to assert
their anthority They have yet to win widespread allegrance—a process that took
centuries 12 the nation-states of Evrope and 1s sall incomplete. Foreign aid obvicusly
has not made these problems go away in Africa. Table 2 presents representative data
showimg a generalized pattern of internal instabiiity and unrest in the region.””

From [981 to 1996, rearly half the countries in Africa experienced sigmficant
cpisodes of violent conflict betweea government and opposttion groups. These
contlicts lasted as little as onc month to more than tweaty years (scveral siarted
before 1987 and ten others were still ongoing as of 1998} By 1998, some four
mliion people may have lost their ives as a direct resu’t of this political violence.
Another three million people have become refugees. In illegitimate or quasi-
leguimate states, the state’s own security forces often challenge the internationzlly
recognized leadership. During the 1980s, at least minety-two stccessful or unsae-
cessiul miinary takeovers were recorded. affecting twenty-nine African courtrses.
Seven African heads of stute lost their lives wiile :n office m the 1980s and 1990s;
sixteen were jailed.

Sull, @t is urportant to observe that the region s not monolithic; sign:ficant
differences cxist in pohtical insatutiors and practice. Thus is shown by the three-way
categorizaiion of countries in Table 2—u framework that I have borrowed {rom
Freedom: House, 1 nonprofit organizat:on tha. moritors politicat and civil righs.™
Freecom House raies countrics as iree, partly free, and not free, based on an index
of how much liberty citizens have to organive themselves for common purposcs. 6

15 The eronomic impact vt aid s positive, according to the Iiterature review and reanalysis ot Hansen
anil Tarp 2000

16 Schwalbenberg 1998

17 Alesina and Weder 1999,

18 Ake 1996

19 States in other developimg 1egions, however, may not be significantly different on these and other
criteria See Goldsnurths 2000a

20 FPreedom House 1999
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TABLE 2. Indicators of state sovereignty in Africa

Duranon of Rulers (1981—

internal Deaths from 99 whe were
Freedom House  Armed  wars and stuie polincal Refugees, Coup
categoyy 1998—  conflucs, failures, vielence, end of evenss,
g9 1998> {95196 i98]- 981 1998° 198197 Killed Jaded
Free
Bénm — - - — 2 - —
Botswana — — J — —
Cape Verde — — — — -~ - -
Malaw: — - - — — - —
Mali —— 2 yrs 9 mos. 1,000 3.450 1 — 1
Mauritius e — — < 0 — —
Namubra — — 25,0008 1 946G - - —
S&o Tomé and — -- - — - — —
Principe
South Africa — 1t yrs 10 mos 20,000 — — - —
Partly Free
Burkina Faso —- — —_ - 10 ! 2
Central African — — — — 3 - —
Y
Comoros - 7 mas — - — — —
Eriwea X — — 344,800 — — ~
Bthiopia X 12 yrs 11 mos 750,000¢ A5 1 - -
Gabon — - - - — 3 — —
Ghana - - 2 yrs 4 mos 2,000 11.200 7 — 1
Guinea-Bissau % — 4500 8.000 -- - 1
Lesotho —— 2 mos. 1,400 — 2 — 2
Libena - 7wyis [ mo 45,000 257,100 ig 2 -
Madagascar — - - — 1 - —
Mosambigue —_ It yrs 9 mos 500,000 — — — —
Nigerta - 4 yrs. 7 mos. 28,000 - 8 — 2
Senegal — - 3.006 9,500 0 - -~
Seychelles — — — - - — — —
Sierra Leone X 5 yis 10 mos 15,000 408,900 1 — 1
Tanzama — —_ — -- 1 — -
Tganda b3 11 yrs 6 mos 115,000 8,000 3 — 1
Zambia < - — — -— 3 — —
Zimbabwe - A yis 1l mos 23000 — — —_
Not Free
Angola X 16 yrs. 7500008 314,706 - - —
Burund: X 8 yrs 5 mos 111,000 496,700 | 2 —
Cameroon — — — 1,300 2 — —
Chad — 15 yrs 3 mos. 75,000 58100 3 — i
Congo Rep — - 9.000# 15000 i — —
Cote d’tvore — — — -— & - -
Dem Rep of X 5 yis 9 mos 11,000 149,130 1 -~ -
Congo
Dyibouts — - — 3,000 - - —
Eq. Guinea - —- 1,800 — — — —
Gambia — i mo — — i — —
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TABLE 2. continued

Duration of Rulers (198}
wternal Deaths from 99) who were
Freedom House — Armed — wars and state polincal Refugees, Coup
category 1998—  conflut, Jurlures, violence, end of eVents,
994 1998 i981-v6" 198198 199%° 71981-90"  Kulled  Jaied
Guimnez — — — — 3 — 1
Kenya — 1 yr. Il mos 2.000 4,800 1 — —
Maaritania — — 15.000¢ 7,600 6 - i
Niger - 6 mos 1,000 — 1 1 —
Rwanda X 3 yrs 16 mos 530,000 62,940 0 1 —
Somalia — 8 yrs 8 mos 100,000 475,150 3 — —
Sudan X 15 yrs 11 mos 1.000,000 403,600 i1 — i
Swaziand — — — -- 2 — —
Togo - - - 2,400 G — -—
Total i0 155 yrs 7 mos 4,112,000 3,176.170 92 7 16

Sources Freedom House 1999; SIPRI 1999, State Fatlure Task Foree 1999; UNICR 1998, Center
for Systemme Peace 1999, Wang 1998, and Goldsmith 2000h.

“Freedom House categonies reficet the degree to which there are fiee and competiive elections.
competitive and autonomous parties, and provisions for polttical opposition Categones are based on
two sets of charactertstics grouped under politieal rights (40 participate freely 1 the poltucal process)
and civil nghts (to develop views and mstituitons apart from the state} Countries are coded using a
seven-point scale, measured n half-pomt mcrements. with fower numbers representing greate: ree-
dom Countries voded 1-2.5 ate categorized “free,” those coded 3-8 are categorized “parily free,”
and those coded 5 5-7 are categonized “not free ”

Includes minor conflicts (at least twenfy-tive battle-related deaths per year and tewer than one
thousand battle-related Jeaths during the course of the conflict), mtermediate confhicts (at least twen-
ty-tive battle-related deaths per year and an accumulated total of less than or equal to one thousand
per year), and wars (at least one thousand battle-related deaths per year)

“State falure ncludes one or moie of the following abrupt regume transitions genocide, and vio-
lent conflicts between a government and potbstically organized groups (mcluding minority groups seek-
g major changes mn therr status) Fhe mnimum thieshold for the latter 1s that each porty mobilizes
one thousand people and thar there 1 an average of one hundred or more fatslities per year dunng
the episode Couninies with populations under 308,000 are excluded trom this data set

A refugee 15 semeone who has fled lus or her country because of ieat of persecution due to race.
religion, nationality, political opunon. or membership m & particsiar social group, and who cannot or
does not want to 1eturn

YAn episode of political viclence 15 an mter- o7 ntrastate armed conthict involving at least iive hun-
Jred fatalities

A coup event 15 a successinl, failed, »r plotted event when a state s maltary, secunty, or pohce
forces weie mvolved 1n a sudden, illegal etrort to overthrow the government

FConflict started and some casualties were meurted before 1981

persiade others of their opinions. and ¢ compete for pol:tica. wnfluence. Judgment

errors exist in these ratings. but these probably do not senousty bias my sample,
because all the countries are 1 the same region.”’

21 For discussion of the judgment errors, see Boilen and Paxton 2004
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Eight countries (with 12 percent of the African popuiation) currently fall in the
“free’” catcgory. lmportantly, many ot the lower rated countries are moving in the
direction of political pluratism and muluparty elections.” Table 3 displays some
evidence of this wrend. The watershed year was 1989, Over the next ien years,
eighteen African countries moved up at least one category in the Freedom House
ratings. Only two countrics (Gambia and Swarziland) moved dowr one or morce
categories. Freedom House's asscssments can be cniticized as impressionistic, but
the clectoral data reported in Table 3 suggests they refiect bona fide trends. Not only
has the tempo of elections increased significantly, but also the winner’s share of the
vote total is generally down. Seventeen opposition candrdates were voted into power
in Africa in the 1990s—something that happened only once in the region before that
decade.

Whether many of these political systems are successfully making the transi-
fion to democracy is siill open for discussion. A disturbirg number of en-
trenched African chief executives have held on to office despiie the wave
of elections.” Only iwo African couniries (Botswana and Mauritius) have
enough iTee electoral history to satisfy the criteria tor a northern-style iberal
democracy.”* Moreover, as the comments in Table 3 remind us. many of the
emerging democracies have run into internal political crises of one kind or
another. Political progress in Africa will be slow and subject to reversals.
Nevertheless, it is misleading to overlook the improvements that have happened
in the past ten to twenty years, just at the time more couniries were coming to
rely on aid.

Donor Political Ohjectives

The foreign aid community says it stands squarcly behind the region’s democrati-
zation, a position expressed more forcefully since the end of the Cold War.
According to the semiofficial “aew Washington consensus,” public-secior misruie
discourages private economic agents from making productive, long-term mvest-
ments.” To foster investment, it follows, African states need to refocus on
fundamentals like law and order, roads. and health. They must provide these
fundamentals equrtably, to convince the public of the staie’s fairness and o secure
the public’s compliance. Local people should have opportunitics to learn about and
infuence collective decisions.

These are standard liberal arguments. Nevertheless, they increasingly receive
backing in the quantitative literature. The relationship between representative

22 Joseph 1997

23 Baker 1998

24 Derbyshire and Derbyshire 1996, 338
25. World Bank 1997
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TABLE 3. Polincal developments in Africa, 196099

Presidential elections, Presidential elections,
1960-89 1990-99
Winrier’s Winner's
share of share of
Freedom House  Number votes  Number votes
category aof  Opposttion  cast of  Oppositton  cast
1998 -99° elections  victories  (avg ) elections  victories  (avg ) Comments
Free
Bénmn (+2) 3 U 84 2% 2 2 60 1% President Soglo
voted vut m 1996
Botswana (= )® 5 0 85 8% 2 0 600.9% BDP m power since
ndependence
Cape Verde (- 2) 4] G — 2 1 76 8% President Monteiro
reelected
unupposed
Malawi (+2) 1] ¢ — 2 1 49 8% Presudent Muluzt
rectected m 1999
Mals (+2) 2 4] 99 9% 2 1 76 7% Election-related
crisis in 1998
Mauntius {=)° 4 1 57.3% 2 1 603% Multiparty
parhiamentary
democracy
Wambia (~ 1) i O 56 9% 2 ¢ 765% Preswdent Nujoma
reelected twice
Sao Tomé and 4] Q — 2 1 66.9% Aborted bloodless
Principe { +2) coup m 1995
S Atnca (+1) 8 [ 35 0% 2 i 64 7% President Mandela
retired 1 1999
Partly Free
Burkma Faso 2 9 77 3% 2 G G1 3% President Compacré
(-+1} in power since
1983
Central Atrican 2 0 96.2% 1 )3 525% Army muiinies m
Rep (+1) 1946 and 1997
Comozos { +1) 2 0 99 7% 2 G 59 7% Conp m 1999
Erttrea (N A} g [} — L ] Unelected snicrm
president
Ethiopia ( +1)° 0 ¢ — 1 ¥ 829% Border war with
Eritrea since
1998
Gabon (+1) 5 o 96 6% 2 ] 59.1% President Bongo
power since 1967
Ghana (+1) 5 4] 99 7% 2 g 57.9% Piesident Rawlings
in power simce
1981
Guinea-Bissau 4] ¢ — 2 i 62 0% Mihtary mutiny m
(+ 1) 1998
Lesotho (+1)® I3 1] 38 3% 2 i 67 7% Hiection-related

crisis m 1998

77777 —— — e e —Copyright © 2001 Al rights-reserved—- e - — ——— 1 ——
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TARLE 3. continued

Presdensial elections.

Prestdential elecuons,

195089 1990 99
Winner’s Winner's
share of share of

Freedom House  Number votes  Number voges

category of  OCppossmon  cast of  Opposinon  cast

1998--99° elections wvictories  {uvg.) elections wiciories  (avg } Comments

Liberia (=} 6 0] 82.6% 1 ] 75.3% Armed regional
rebethon m 1999

Madagascar (=)} 5 o 86 8% 2 1 58 7% Presudent Zafy
mnpeached m
1996

Mosambigue 3 G 99.8% 2 ] 5238% President Chissund

(+ 1) reelected i 1999

Nigeria (=} 2 Q 70.6% 2 & 60.6% Full trapsfer
crvilian rule m
1999

Senegat (=) 6 0 87. 7% 1 ] 58 4%  Presulent Dionf
voted out i 2000

Seycheiles { +1) 3 ] 95.6% 2 0 63 1% President René
power since 1977

Sierra Leone (=) 2 ] 7 6% 1 1 59.5% Elected government
restored by force

Tanzania (1) 6 4] 94 9% 1 1] 61.8% Pervasive corruphion
reported

Uganda {=) 0 1] e 1 4] 743% Pobtical parties
banned since
1986

Zambia (=) 5 O 83 4% 2 1 739% State of emergency
smee 1997

Zimbabwe ( =)° 1 4} 80 0% 2 & 87 9% Constitutional
referendum
rejected 2000

Net Free

Angola (=) 0 0 - i ] 49 6% President dos
Santos m power
since 1979

Burundi (=) 1 ] 99 6% 2 1 64 8% Coup m 1997

Cameroon (=) 6 0 97 6% 2 3 66 3% President Biva in
power sinee 1982

Chad =) 3 0 8C.5% 1 0 69 [% Widespread human
rights abuses

Congo Rep. (=) 2 1} 100.0% 13 1 61.3% COrgamzed rebeilion
starung w 1997

Cote ¢’ fvorre (=) & g 99 7% 2 4] 88.5% Coup m 1999

Dem Rep of 3 4] 99 1% & ] ~  Presdent Mobutu

Congo (=) deposed in 1997
Djtboutr (=) 2 4] 87 3% 2 O 67 4% Armed fighung with

- -Copyright-©.2001 .. All rights reserved. .
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TABLE 3. confinued

Presidennal elections, Presidential elections,
196089 1996-99
Winner’s Winner’s
share of share of

Freedom House  Number votes  Number voies

category of Opposttion cast of Opposition cast

199899 elecions  victonies  (uvg ) elections wviciorws  (avg ) Comments

Hy Guinea (=) 2 & 97 9% 1 G 97 8% President Obrang m
power since 1979

Gambia (—2) 2 [} 65 7% 2 0 572% Coup n 1994

Guinea (=) 2 4} 75 5% 1 ] 51 7% Army mutiny m
1996

Kenya (=) & O — 2 ] 334% President Moz mn
power since 1978

Mauntama (=) 4 g 97 7% 2 0 T69% De facto one-party
state

Niger (=) G Q — 3 i 55.6% Coup m 1999

Rwanda (=} 5 ¢ 97 3% 0 ] —-  Miltary regime

Somalia (=) i 0 99 9% g g —  No central govem-
ment smce 1991

Sudan {=) 3 g 98 2% 1 G 75.7% State ot emergency
declared in 1999

Swazland (~-1} 4] G — 0 0 — Absolute monarchy

Togn (=) 5 0 98 3% i ] 96 5% President Fyadema
in power since
1967

Totaliwerghted 126 1 37 % 73 17 66 7%

average

Source. Election Jdata are from Bratton and van de Walle 1997 they have been cxpanded and up-
dated, principaily using Noblen, Krennerich, and Thibaut 1999; and Derksen 1999

Note: For defimtions and coding rules of Freedom House categores, see notes to Table 2 Vote
totals include only second rounds in cases whete second-round voting 1s constitutionally mandated tc
assure majority support for the president

“Category changes since 1988 -89 are shown in parentheses.

PAt least some of this country’s elections were parhamentary, with the president chosen mdirectly
or the prime mumster as the mamn power bolder {includes cases with heredstary heads of state) Win-
ners” share m these mstances refers to the largest party m Parliament.

“The average mcludes & second round for the 1999-2000 presidential election.

institutions and development is among the most ciosely scrutinized subjects in
comparative politics. On baiance, the empirical research suggests that democracy 1
developing countries is likely to have divided cffects or be instrumental for
development (usually operationaiized as growth in per capita income}. The research
tends to guestion an article of raith among many conservatives—that premature
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democratic government strangles development, for instance, by leading to instabuility
or t0 excessive consumption.

A recent article reviews twenty earlier empinical studies.® Three studies discover
a positive relationship, and five discover a conditional rejationship. between de-
mocracy and growth. Tem cross-natiopal studies fail to tum up any significant
relationship. Only two of the studies find that democracy affects economic growth
negatively. 1 looked at an additional dozen studics on the same topic. Using
increasingly sophisticated methods, they are even more favorable for representative
government. Only one finds a negative correlation between democracy and growth
or development.”” The other eleven find 2 positive, mixed, or neutral correlation.”
Different samples and periods may explain the divergent results of these studies, but
they tend to support the Washington consensus that democracy is economicaily
advantageous for poor couniries—this in addition to its intrinsic merits.

If we turn to Africa specifically, there is little cmpirical evidence to show
that recently open politics have helped to impreve economic conditions.
The region’s emerging democracies arc not more prone than their predeces-
sors are to adopt econonuc reform programs.”” Nor did they perform better
thar the remaining authoritarian regimes in presiding over economic growth,
stable prices, or balanced budgets in the 1990s.°" Perhaps insufficient time
has passed to observe positive ecconcmic results from Africa’s “second
independence”—another study does find that democracy is associated with
faster growth in Africa over the longer period. (960 to 1992.%' Moreover,
none of the data saggest that the fledgling democracies do worse in the
economic arena compared to rival systems. Given democracy’s inherent value,
that itself is a strong argument for continuing to favor political liberalizat:on
m Africa.

Africa’s leading multilateral source of official development assistance is the
World Bank, which has long said it supports people’s participation in government
decision making. Although its mandate precludes taking stands for or against any
particular type of political regime, since 1994 the World Bank has called specifically
for due process in recipient countries. This i to counter arbitrary and opague
policymaking, which it sees sapping private-sector confidence. The World Bank
says it wants to reverse the decline in public accountability across Africa and in

26. Brunettr and Weder 1995,

27 Gasiorowsk: 2000

28. All of the followng studies uncovered a pusitive association between democracy and growth or
social well-being: Feng 1996; Wickrama and Mulford 1996, Leblang 1997; Przeworsks and Limong:
1997, Fedderke and Khitgaard 1998, Nelson and Singh 1998, and Mimier 1998 None were detected by
Burkhart and Lewis-Beck 1994 Inconclusive or mixed results were found by Helliwell 1994, Mbaku
1994, and Durham 1999,

29. Serncux 1999

30. Van de Walle 1999, 22.

31 Feng 1996,
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other regions. Its stated objective is for citizens to understand and nfluence public
decisions that affect them.*”

The International Monetary Fund (IMF)} took a parallel, though narrower, stance
in a 1997 policy document. It is also concerned with opaque decision making and
the level of accountability. But this is mn the context of reducing the government
corruption that threatens its financial programs. The IMF cizims to fight fraud by
helping member countrics limit ad hoc decision making and preferential treatment
of individuals or organizations.™

Since 1993, the Development Assistance Committee {(DAC) of the Organization
for Econormc Cooperation and Development has taken an expiicit position favoring
majority rele. Speaking for all mdustrnial country donors, the DAC advocates that
developing countries spell out procedures wherchy ordinary people can help shape
the policies that affect their lives. Communities and private organizations must be
empowered so that they can check the risk of arbitrary government, according to the
DAC. Thus client states shouid be encovraged 1w build nstitutions that assure the
consent of the governed——and that allow the governed to withhold their consent so
that therr pohtical leaders can be peacefully repiaced >

Bilateral donors are reading from the identical liberal text. They see free elections
and representation leading fo greater public accountability, responsiveness, trans-
parency, and cfficiency. When ordinary people share m public decisions, they will
call leaders to task for not delivering services. The Canad:an Internat:onai Devel-
opment Agency, for example. says it aims o strengthen local involvement in the
exercise of power. That inciudes helping independent popuiar organizations to
express and channel peopie’s concerns.”” A 1997 British government White Paper
pledged to deploy that nation’s development assistance to spread the values of civil
libertics and democracy, and to foster the growth of a vibrant and secure civil
society.®® The U.S. Agency for International Development (USAID) has since 1975
formaily limited ifs support to countries that protect humoan rights and civil libertics,
though during the Coid War national secunty considerations often overrode this
rute.”’

Not sutprisingly, aid recipient groups in Africa have taken parallel positions. The
Organization of Africar: Unity, the coordinating body of independent African states,
has reaffirmed its commitment to popular participation and a pelitical atmosphere in
member states that guarantecs human rights and the rale of law.>® Similarly, the UN
Economic Commussion for Africa speaks of the benefits of “good governance,”
“civil society empowerment,” and “full participation from citizens at all levels.”*

32, World Bank 1994,
33. IMF 1997

34, QFCD 1993, 9-12
35, CIDA 1996.

36, DEFID 1997

37. Hook 1998

38, OAU 1992

39. BECA 1998
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Are these official policy statements any more than hot air? The donors” direct aid
for government and civil society activities is limited—only 4.4 percent of all
bilateral ODA worldwide in 1998.%C The World Bank reports that its cumulative
spending for public-sector management in Africa amourted to just $2.4 billion as of
1999.*! Yet these figures undersiate how deeply the donors are absorbed in trying
to comstruct democratic, rational-legal states 1 the sub-Saharun region.

For one thing, the numbers do not fully refiect funding for nongovernmental
organizations (NGOs), groups that may have indirect effects on domestic political
reform. Neither the colonial nor the postcolonial African states encouraged NGOs,
for fear that independent associations would threaten central authonity. Foliowing an
argument made by Alexis de Tocquevilie in the nineteenth century, the standard
donor kne is that the reverse 1s true. A vibrant associational life is a source of
political system strength, not weskness. African states lack authority precisely
because they have too little give and take with private groups.™

Accordingly, aid agencies are channeling more aid through civil society organi-
zations rather than government bodies. Over half of World Bank loans and credits
to Africa, for example, were in partnership with NGOs in 1991, 2 much greater share
than 1 the 1980s.** Burkina Faso is a tvpical recipient country, with over two
hundred officially recognized NGOs. They handle the equivalent of 20 percent of
public investment and more than that m the social sectors.** The donors’ main goal
in using NGOs 15 to see their aid used more efficiently, but the by-product can be
to strengthen the organizations so they are more effective political advocates.

Foreign aid could conceivably have additional unintended benefits for democ-
racy, by strengthening human resources. Literacy and health have been improving
in Af+ica, according to the UN.* Foreign aid is part of the rcason for these
improvements in human development. Better educated and healthier people, in turn,
may make better informed and more aclive citizens, who are the lifeblood for
democratic institutions.

The most important reason that data on direct political aid give an incomplete
picture. however, is that donors tie political sirings te other types of aid. Donors
have long put conditions on their loans; increasingly, the conditiors call {for changes
in governance. A donor may withhold an important loan pending an election or legal
reform. It may offer to fund new projects o reward cooperating regimes. When a
recent study looked at the international financial institutions’ programs in Africa
from 1997 to 1999, it found that nearly three-fourths of the conditions (or about
eighty per country) pertained to governance. The count may not reflect some of the
most important governance-relaied conditions, which are found in “side letters” put

4C DAC 1999, tab 19

4. World Bank 1999, appendix 12.
42. Lewss 1992,

43 Landell-Mills 1992, 563

44 Prieteau 1998

45. UNDP 1999.
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m place at meetings of consuliative groups of doners.*S Even though the sheer
number of conditions makes noncompliance common, the net resuli is likely to
move counties further in the direction of participatory and open political processes.

Kenya is a good example of how doneors try to employ both civil society
groups and the carrot and stick of ald to induce democratic change Pres:dent
Dame: arap Mol obtained an amendment in 1982 to Kenya’s Constttution that
estublished a de jure one-party state. His admin:stration also adopted an
mtimidating new set of electorai procedures and put new controls on the press.
Shortly after that, aid agencies imposed an aid conditionslity requiring the
government to allow multiple parties again, to establish an impartial elections
board, to reinstate the secret ballot. to update voter registration rolls. and to relax
censorship of the press.’

The major pressure for democratization in the early 299Gs came from the United
States. The U.S. ambassador drew on USAID personncl in his efforts to t:e political
reform to the receipt of foreign aid. In 1994 the agency launched a §7 million
democracy and governance project focused on strengthening Pariiament, the Audi-
tor and Controller General's Offices. and civil society.

Kenya, however. also iftustrates how difficult it is ‘o push potitical change from
the outside. Hard-liners in President Mot’s coalition suaffened their resisiance 1o
potitical conditions imposed from abroad. The lcad passed from U.S. hands to other
donors. In 1997 the Buropear Union members issued a joint statement calling for
Kenya’s government to use restramt in dealing with its political opponents. The
local diplomatic community of the Scandinavian counirics .ssued a special state-
ment reguesting the preservation of basic democratic norms. The IMFE suspendec its
loan program in Kenya in July ot that year. Shortly thereaflter, President Mo
repealed faws controlling the rghts of assemnbly and announced pians to reform
electoral laws. Insiders in the diplomatic and development community reacted with
skepticism: to these overtures and suspected they would be abandoned once aid
funds began flowing again,® Evidence from other case studies suggests that
polincal conditionality i Africa works better when it s in respense to a specific
event {such as a coup) or tips the balance toward established domestic opposition
groups.*® That apparently was rot the case 1n Kenya.

A Framework for Analyzing Moral Hazard

One guestion raised by the moral hazard argument is whether countries such as
Kenya, which received a growing volume of aid, were the ones that generally made
the least movement toward democracy. Quantitative analysis can suggest an answer.

46 Xupur and Webb 2000.
47 Cohen 1995,

48 Olson 1998

49. Crawford 1997.
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TABLE 4. Cross-sectional time-sevies analysis: Freedom House index of
Political Freedom (1975-97) on selected mdependent variables

Instrumental varabies, swo-stage least squares

Independent varuble (A) (8) <)
ODA/GNP? 0022 — —
{0 009)H*
ODAGNP lagged 1 year) — 6023 —
(BN0Yy ¥
ODA/GNP (lagged 5 years) - - — 0035
BOD*+r
Common law"” 977 074 065
@.11)="* @11y - (0.12y%+
Ethmic heterogenenty* 0.002 J083 0004
Q0002 (0 002y B on2y=*
GDP per capita’ 2.07 207 225
(0 19y~ + (G 2)yrs= (G 22ys
Constant ~4386 —44 547
(O Ty yHd G+ (0.87)-k*
Adusted 87 g2l 426 .20
N 917 918 793

Noge: 'The Freedom House Index of Political Freedom measures political {reedom on a seven-pomnt
scate m hatf-point mcrements, which have been recorded so that higher numbers tndicate greater po-
Litical freedom Regression coefficients are histed, with standard errors in parentheses. Tor fuller de-
scrption of the Freedom mdex, see notes to Table 2

“hagures are net official development assistance as a percentage of GNP From Waorld Bank 1999¢

YCountries with a herttage of English common law are distinguished, they are coded 1 1f therr legat
systems are based on common law and sero otherwise From La Porta et al 1999

A measurement of ethmie dwvision based on three types of ethne groups racial, linguistic, snd
religions (each measured as a peicentage ot the largest ethnie group of the country’s total popula-
tion} The three mverse percentages are summed 10 form the mdex higher numbers mdicate greater
heterogeneity From Vanhanen 1999

“This 15 the 1994 tigure hased on purchasing powsr parity The natural Jogarthm 1 used because
of the skewed distnbution of GDP From UNDP 1999

Instruments used in columns A, B, and C (on ODA, lagged and ualagged verstonsy: GDP per cap-
ita, French colony (a dummy variable that takes 4 value of 1 for former French colomes), and popu-
latron {milhions of people 1n 1989)

)m#»p < 0
* »:p <7 Q5
;p o 1

Because foreign aid data are available from 1975 to 1997, I estimated regression
equations for that period with panel data, covering most African countries (see
Table 4).

The dependent variable is the annual country score on Freedom House's Political
Freedom Index, the indicator of democracy that [ discussed earlier. States fall along
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a seven-point continuum. from less to more democratic.”® The main predictor
variable of interest is ODA/GNP. If the moral hazard view is correct, we should
observe a negative correiation between the two. To the exzent that foreign aid has
any impact on governance, however, a country may feel the impact 1mmediately, but
those effecis may fade (or intens:fy) in subsequent periods. To deal with time
effects, I introduced lagged versions of the aid variable on the right-hand side of the
equation. This procedure can help to isolaie the direction of causality and help us
observe any waning (or growing) influcnce of ODA over time.

Democracy in a society is a function of many factors, of course, not of ODA
alone. I added three additional independent vanables, described in Table 4.°' The
first reflects the type of naticnal legal sysicm. Recent research finds that & heritage
of English common law in a country favors good government there.”> Accordingly,
1 include a dummy variable, based on that research, that takes a positive vulue for
common law countries. An important predictor variable in any analysis of democ-
ratization is the extent of ethnic heterogeneity in socicty. I use a measure that takes
account of racial, bmguistic. and reiigious divisions. Ethnic diversity is often
assumed to hear a negative relationship to political freedom: however, recent work
by Paui Coilier and Anke Hoeffler suggests ihe relarionship is more favorable.™
Finally, economic development 1s likely to affect whether orderly and fair public
procedures persist in a country. The proxy I use for development is the UN’s
purchasing power parity estimate of per capita income. ! anucipate a positive
correlation with the dependent variables.™

A troublesome issue is the possibibity of selection bias. It democratic countnies
receive more aid, that may mean that donors like to help democracies, not that aid
is good for democratic instztutions. Indeed, many experts argee that axd should be
targeted to states with the best records in human rights, on the grounds that they can
make the best use of the extra resources.™ Alternatively, the conventional rationale
for foreign aid is o heip the countries most in need—and those are unlikely 1o be
the most democratic states. A third possibility is that aid is allocated primarily on
geopolitical grounds, and not as a resuit of raticnal humanitarian planning.

An effective way to correct for the possible endogeneity of ODA is to estimate the
equations with a generalized instrumental variables method. [ used the following
instruments in this procedure: per capita meome {richer countries probably tend o
get less aid), whether the country is a former French colony (France is Africa’s

50 Controversy exists as to whether democracy 1» a dichotomous concept, but treating 1t as a
contmuous vartable makes theorencal and emyurical sense, accordmng to Elkins 2000

51 Several other vanables (reflecung religion, literacy, health, urbamzation, climate, and geography)
were tried in different versions of the equation These did not sigmificantly enhance the explanatory power
of the model. nor did they have much cffect on the aid coefficients

52 La Ponactal 1999

53 Colher and Hoeffler 1998

54 Londegran and Poole 1996

55 Along these hines. 2 Wosld Bank study found that axd reduces poverty m countries with robust
govermment institutions but has little impact elsewhere Donors should allocate aid accordingly,
according to tms report World Bank 1998b

e Gopyright © 2001, Allrights. reserved.



Foreign Aid and Statchood in Africa 141

largest donor), and population size (smalfer conntries may be likely to get more aid).
Each of these variables is plausibly correlated as well with the level of democracy.

Table 4 reports three different specifications of the equation. The regression
column A includes ODA/GNP as a predictor variable. In column B I substitute
ODA/SGNP with a one-year lag. In column C the lag period is expanded to five years.
Looking at the three columns, we can see that ODA has a positive correlation with
the level of democracy in cach regression—not the negative correlation predicted by
the moral hazard view. The signs for the other nght-hand variables also are positive,
as predicted. All three cocfficients for QIDA/GNP are statistically significant (at the
1 percent level).

The effect of ODA is, nevertheless, consistently small. ¥t makes semse that
national political change would depend mainly on what domestic groups do, rot on
what external actors want. Also, case studies suggest that 2id donors can be timid or
inconsistent 1n pushing democracy in Africa, which could weaken their mfluence.”®
The estimate in column C implies that if a counwry’s foreige aid goes up by 10
percent of its GNP, and other factors remain constant, there would be a five-yecr rise
i its Freedom House rating of merely {our-tenths of & point. To put it differently,
if we take the median country in column C, its ODA would have to rise tv over 30
percent of GNP before it would move into the group of free countries, as defired by
Freedom House. The donors’ political conditionalities. support for civil society
groups, technical assistance, and other activities appear io affect African democra-
tization only at the margins.

Still, T find it hard to accept the moral hezard argument. Development assistance
does not appear to have undermined the cause of representative government. On the
contrary, aid is associated with siightly higher levels of political and civil liberty in
Africa. That is in line with what the donors say they have been trying to encourage,
and is not an unexpected or perverse outcome. 1 do not want to overstate the case,
as some advocates of foreign aid are prone o do. The analysis suggests that
outsiders’ ability to dictate the political pace and direction of another country :s
small, even if that country’s leaders depend on the outsiders for financial resources.
No feasible mcrease in ODA wil. put aid donors, or their local NGO allies, in charge
of democratization in Africa. The most important support for political reform will
have to come from within those societies.

Aid and Governance Qutcomes
Good governance is more than having democratic institutions. It also encompasses
the public goods (uther than democracy itself) those institutions produce. Freedom

of association and competitive elections have intrinsic vajue, but they additionally
are means to get African states to maintain peace, guarantee law and order, support

56 See Crawford 1997, and Hook 1998
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TABLE 5. Fraser Index of Economic Freedom scores for African countries

1975 1980 1985 1990 1995 1997
Mean score 41 43 45 4.5 4.9 51
No of countries 17 25 25 28 28 28

Source: Gwartney and Lawson 2000

Mote Ecvnomic freedom 1s 2 measure of national cconomic openness, based on how countries do
1 four areas” money and inflation, government operations and econonuc structure, “takings,” and in-
ternattonal trade. Possible scores range from zero to 10, with higher numbers mdicaung greater eco-
nomuc liberalization

the economic infrastructure, and ensure a minimum level of social well-being.
Socicty needs these public goods irrespective of what the collective decision-
making system looks like.

Unfortunately, Africa lacks the data for a broad longitudinal analysis of public
goods provision. One recent source, however, does provide cstimates over time and
across countries of a very important set of public goods: the rule of iaw and
enforcement of property rights. The database is Fraser Institute’s Index of Economic
Freedom.’” The summary index contains seventeen components intended to indicate
the degree o which a nation’s institutional arrangements and policies are consistent
with sound money. reliance on markets, avoidance of discriminatory taxes, and
freedom of international exchange. Ratings are available for about haif the countries
in the African sample going back to 1975 (at five-year intcrvals and also for 1957)
{see Table 5).

Whether or not you agree with Fraser Institute’s definition of econonuic freedom,
1 find it reasonable o assume that thewr index is a fair measure of how closely an
aid-receiving state adheres to the donors’ advice on economic policy. Since about
1580, that advice has been for “structural adjustment,” which calls for deregulation,
public budget cuts, and cmbracing the private sector. Northern policymakers are
generally disappoinied with Afincan progress on structural adjustment, just as they
are disappointed with the region’s democratizetion. However, the disappointment
may be out of proportion, for the Fraser Institute’s indicator has been rising in
Africa. The guestion, then, is who Itberalized the most. Was it the states getting the
least aid, as suggested by the moral hazard argument? My anaiysis suggests not.

E follow the same method shown in Table 4. Because 1t is unclear whether states
attract aid when their markets are open, or whether aid encourages them o open
their markets, a generalized instrumnental variables model remains appropriate.
ODA/GNP (lagged and uniagged versions) is the endogenous regressor. I use the

57. Gwartney and Lawson 2000.
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TABLE 6. Cross-sectional time-series analysis: Fraser Insiitute Index of
Economic Freedom {1975-97) for selected independent variables

Instrumental variables two-stage least squares

Independent varwable (A} (B} (C)
ODA/GNP 005 — —

(G 028)~
ODA/GNP {lagged 1 year) — 0032 —-

{038)
ODAJGNP agged 5 yeass) — — 0.062
Q03+

Common law —022 ~313 ~02

(0.17)* 19 {017
Ethmic heterogeneity 3008 00608 ¢ 008

(0 003+* (O 004+ {0003+
GDP per capita 255 25 274

{0 49)*=* W Sy {Q 4y rH*
Constant —434 —4 19 ~4 59

(1 94y++ {2 02y%* (1.94)**
Adjusted R” 0.21 G27 024
N 145 128 127

Sources: For independent vartables and nstruments (including defimtions), see Table 4. For depen-
dent variable (including definition), see Table 5

Note: Regression coefficients are histed, with standard errors 1 parentbeses

b < Ol

*¥2p < .0

*p o< L

same instruments: per capsta income, French colonial status, and population. For the
remaining right-hand variables, I take the same ones from Table 4: common law,
ethnic heterogenerty, and per capita mcome. The regressions plot these predictor
variables against the Index of Economic Freedom (see Table 6).

The resulis of the regression analysis show that ODA has a positive relationship
with the Fraser Institute’s measure in each estimate. Two of the coefficients are
statisticaily significant (with 5-10 percent confidence). Additional specifications of
the model, using different lag periods (not shown}, produce similar results and
significance. As was true with democratizanion, however, the explanatory power is
smail. According to the estimate in column C, a i-peint rise in the Economic
Freedom Index would require a rise in aid of about a [5 percent of GNP. This may
be why many important people in government see little payoff from their efforts to
get African states to adopt economic reforms.

However, it again appears that critics make too much of the detrimental effects of
aid Contrary 1o the perversity thesis, ODA in fact has a small, bepeficial association
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with the economic freedom variable. To the extent that any African state is favoring
more intervention in economic life, it is probably due to domestic factors, such as
the resistance of urban elites to the fallout for them of opern markets, rather than oo
much aid.

Conclusion

Foreign aid provides the wherewithal for African states to pay for and carry out
many basic public functions. Yet being reliant on aid docs not necessarily mean that
these states would have cvolved in a dramat:cally more favorable direction had they
received less aid. Something cioser to the opposite seems more likely. While we
must he cautious about atiributing causation, I find small positive relationships
between aid and indicators of democracy and ecomomic liberalism. These two
indicators are not the only ways to gauge state capacity, and it is difficult to
generzlize from them to other facets of government activity. On balance, however,
I think it credible that African states have gained more than they kave lost by taking
aid. To the extent that they remarn poorly governed, I largely blame their youth and
guecstionable legitimacy. Time can give a state the patina of legitimacy. Most
African states have not had epough of it to eam the respect and :oyalty of their
citizens.

Where critiques of aid are on stronger ground is i questioning the view that
foreign aid has had a major helpful impact on government capacity. African states
are substituting donor resources and expertise for their own, but with surprisingly
little positive effect on the way they govern. This is refiected in the small size of the
regression coefficients for CDA in all the estimates made in this article. Even with
outsiders controlling resources equivalent to 10 or 20 percent of thewr national
income, Alfrican siates are not puppets. The bulk of what they do (and can do) is
probably the consequence of domestic political and social dynamics, not of what the
World Bank or IMF wish to see happen.”®

Having political influcnce only at the margin does not make aid irrelevant. It does,
however, dampen enthusiasm for development assistance among the electorates 1o
INorth America, Europe, or fapan. Absent more visible political progress, many
people in the rich couniries understandably conclude that their money has been
wasted—as often it has. Policymakers are only yielding to public opinion when they
pronounce that African states would be betier off with less aid. The evidence in this
article, however, suggests that slashing aid, by itself, would probably be counter-
productive.

To put the matier differently, deep cutbacks in external assistance are more likely
to hust rather than help the cause of democracy and market reform in many African

58 World Bank researchers readily acknowledge this fact. See the study by Devarajan, Dollar, and
Holmgren 1999
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states. Some of the ex-aid recipients would likely founder and degencrate into
wartord fiefdoms, adding to a trend already sadly evident in the region.”” Eventu-
ally, autonemous political entities might emerge that were better suited to assert
therr sovereignty and fashion conditions for national development. Ef the history of
early Europe were any indication, however, unchecked struggles to huild viable
states in Africa would be drawn out and blocdy. I find it improbable that voters in
the advanced capitalist states would allow donor agencies to sit out such struggles
once they start. At the same time, those voters appear unwilling to underwrite
African states on the ountside chance of forestalling political conflict. The purzie for
donor agencies, therefore, is to figure out how fo continue helping African stafes to
establish themselves while demonstrating more progress to their constituents at
home.
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